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The Honorable Chairman and Members of the e = 3
Hawaii Public Utilities Commission ” -
465 South King Street -0

Kekuanaoa Building, 1st Floor
Honolulu, Hawaii 96813

Subject: Docket No. 2008-0273
Feed-In Tariffs Investigation
Responses to Information Requests

Attached are Hawaiian Electric Company, Inc. (“HECO™), Hawaii Electric Light
Company, Inc. (“HELCO”), and Maui Electric Company, Limited’s (“MECO”) (collectively,
the “HECO Companies”) responses to the information requests prepared by the Commission’s
consultant, the National Regulatory Research Institute, dated August 3, 2009.

Sincerely,

Attachments

cc: Service List
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DEBORAH DAY EMERSON, ESQ.

GREGG J. KINKLEY, ESQ.

DEPARTMENT OF THE ATTORNEY GENERAL
425 Queen Street

Honolulu, Hawaii 96813

Counsel for DBEDT

CARRIE K.S. OKINAGA, ESQ.

GORDON D. NELSON, ESQ.
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COUNTY OF HAWAII
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During the course of the hearing and in submittals, certain parties described the
difficulty in monetizing state tax credits. The Commission asks for a detailed
explanation, citing the specific tax statutes of the tax credits that developers
cannot often monetize. If the tax credits are useful for some projects, such as
residential solar PV installations, but not others, please specify which projects the
specific available tax credits are or are not frequently available for and why.

Response:

This information request is not applicable to the HECO Companies.
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The Commission is evaluating FiT rates that are non-levelized. Like levelized rates, such rates
would provide projects recovery of their costs and a reasonable rate of return. Non-levelized
rates would increase over time based on a predetermined discount or inflation rate. Pages 27
through 29 of Haiku Design and Development's opening brief describe and illustrate such an
approach.
The Commission requests that the parties provide feedback on whether such rates, if they
provide the same level of compensation (when adjusting for the time value of money) would be
practicable for developers. In particular, could debt and equity financing structures

accommodate rates that provide lower compensation early on and more compensation later,
reducing early cash flow? Would doing so increase the overall required FiT compensation?

Response:

In the past, it has been HECO’s experience that some developers have been able to finance
projects with contract payments structured to be lower in the early years and higher in the later
years. As just one example, a purchased power agreement currently being considered by the
Commission provides for escalating payment rates. Additionally, each of the HECO Companies
have existing contracts which provide for payments based on the utility’s avoided energy costs.
These agreements were presumably financed recognizing that payments may vary including the
possibility that avoided energy costs would increase over time.

Whether or not an escalating payment structure would increase the overall required FIT
compensation would depend on the developer’s assessment of the appropriateness of the
discount rate used to determine the payment stream compared to the developer’s cost of money.

Although the utilities have purchase power agreements which provide for escalating
payments as discussed above, it must be noted that the imposition of non-levelized rates, in
conjunction with the other terms of the FIT program, could be a factor in any evaluation of the

accounting impacts associated with such a program.




